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IDEKtTiEFIERS 
ABSTRACT 

. , The' total economic *im.pact ^of a col-lege^ on its 

community includes the benefits the community receives and the cQSts 
it incurs. The benefits can.be classified into- the tangible dollar- 
^.expenditures of people associated irith the college and the irntangible 
^ beiief its of human, resojzrces development. CpstS' often include 
^alteration of neighborhopds and added municipal services. The 
Institute 'of Higher Education Research and Services at the Onivei:sity 
of Alabama %recen-^ly cotopl^ted two economic impact*, studies of >t wo very 
, different colleges in Alat?ama. One study, ^ ccmt)leted,J.n May 1974> 
reported the impact of a private , predominately black, four-year 
accredited liberal arts college on the ecpnomy of*kn urban area. The 
other .study, completed in AUgust 1974, reported the economic im,pact 
of a^public, predominately .w^ite, two-jear. accredited junior college 
on a rural area (see ED 099 069,) . This report summarizes and points 
.out som^ unique aspects of the^two studies. In 'addition, reasons for 
'conducting, an^ecohomic^impact js^urvey, and the procedure for 
.undertaking such a task are bj^iefly discus-sed. Summary background 
•data abdut the two, institutionjs are discussed. .Data collected for th^ 
studies are summarized in 11 a'rieas of impact an^ are presented in 
»chart form.. (Author/NHM)/ " . , 
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Presentation to the Community College Research Conference 

of the Southeastern Regiojrii/ American Education Research" 



\ " .Association; ^Done, North Carolina; , July 1975* 

• THE WHYS AND HOWS OF ECONOMIC IMPACT STUDIES 
AND A LOOK AT TWO RECENT EXAMPLES ^ 

V,S!0eMRrMeNT6FHEALTH< ' " , ' v - * . 

, EDUCATION & WELFARE * , ' ' ^ 

• NATIONAL IN STITOTEOf^ ^ y-N • • 

.EDUCATION Thomas G. Owmffs 

i THIS OOCUMUnJ.AAS 'fiEEN «EP«0 ^ . , 

?Hl'p°e«fo*N'bra«*o\N^fA!:roR?or Institute of Higher Education Research. and Servicers 
j;ri1^^oSt?N°lcmX^^^^^ ^TheUniversity of Alabama " 

VENT'C^FtOAL NATIONAL INSTITUTE OF " f * ^ 

EOUCATlON^^OSlTlON OR POLICY %J 

Every time aii individual makes a purchase, he ma,kes a buying 

decision. These buying decisions, including.tho6e by individuals, 

households, businesses, an4 gQ\':ernment,, ^^(^dj;p to. a Jireme^^ 

^ \ economic force which has a multiplying effect throughout the 

■ eCQOQDY. The sum total of these buying decisions determine 

whether .people get hired or fired, whether dividends are paid or » 

, passed, and even whether taxes go Up or down. This is why we call 
... • . , ^ . 

our economy in America, a market economy: a society that runs 

according to the choices involved; in all buying and^ellin^. 

^ The Institute of Higher Education Research and SerVices at 

The University of Alabama recently completed two etonomic impact 

studies of two very diiEferent coU^es in Alabama. . One. study ^ompleted, 

in May 1974 reported the impact of a private, predominately black, 

four -year accredited, liberal arts college on the economy of an 

- urban area. I will give my specific reasons for meh^jioning this 

study later. The other study, completed in August 1974 repolrted 

the economic impact of a public, predominately white, two-year - i 

accredited junior . college on a rural, area. While it is unfair to compare , 

iQ data from two such diverse institutfons, as it should be, this report 

will summarize and point out some unique aspects of the two .studi^. ' 



Before summarizing the results of tKe two studies, I'd like 

^ - * .f. • ■ ' 

. to share some preliminary ahformaUon •with you pertaining to 

econohiic impact sfudies. ^ ■ " 

WriY DO AN ECONQMIC IMPACT STUDY?. 

•' ~ ' ^ ""^ ^ ." 

Kegardiess of whether located in a rural, suburban or urban 

' community, the presence of* a college is a significant factor. Its ' 

impact is made ;in«many, ways in addition 'to the. obvious teaching,. 

\'' ' ^ ' ' - . ' ' . . ' . ' 

research and public service functions. In the eye of the community 

the college may^e a. source of cultur"fei^^itation, entertainment, 

nusianbeT prrde,^poIitical agitation, low -cost laljor, 'and revenue; 

* > . - , » " . . . i 

But monbers of the community may also be aware df the fact that 
the college is a source of expenS^. * It exists on tax-exempt ^and; 
children of staff and students, attend public'scliools and use public 
facilities; the college Jjenefits from many tax -supported services 
such as fir6-and police protection, libraries, utilities,, and st^reet 



maintenance, and even some of the college's operations may compete . 
* with local business; ' * . 

There was a time when mariy institutions of higher ^earning 
were considered "ivory towers'* within their surrounding communities.' 
Oftentimes the college and the community were separated by feelings 
of hostility on the one. side, and aloofness on the^othex'. Fortjjnately, 
with the growth of higher education's importance' to society this » 



■ relationship in most places has undergone a significant -Change. 
However, there stlU exists misunderstanding of the relationship ; 
between the college and the surrounding coi?imunity in many areas. » 
This is where ah economic survey may benefit this mutuality 

^ ' ... ' * 

of interest. It helps a community determine whether it gains 
. economically by having a college or university in.its midst.' Furtlier- 
more a survey of this type- usually reveals some startling figures 
about -how, 'if not directly, at least indirectly, a college affects local 
^ retail, sales and its influence on' other areas of ^the locul economy. 
The underlying reason- for conducting ah economic llnpact stHdy • 
should be to help foster a better relationship 45etween the comimnity 
andi the college by a.more realistic unde'r standing of. bow each 
benefits the other. ■ ' 

HOW DO jyOU CONDUCT AN ECONOMIC IMPACT STUDY? 

. ■ i ■ - . \ . 

One of the best guides available for conducting an economic 
impact 'inquiry is the manual published by the American Council on 

, Education entitled Estimating the Impact of. a College or University 
on th"e Local Econoii?y . This manual wag used as a guide for both 
economic impact studies recently conducted by the Institut^and has 
elements easily adaptable to tlie variety of postsecondary institutions. 

f This manual also provides complete "how -to -do -it" sections which 
any competent researcher can .follow and understand. The, manual 
presents a generalized approach designed to enable almost any 



institution to conduct a useful economic iihpact survey for itself 
with a reasonable investment of resources. The book malces . 
recommendations for the definition of the environment to "be studied, 
^a description of the ec^onomic impacts that are generally important^ 
relevant statistical equations (and their meaning) necessary for' 
calculations, simple basic sources ^f or the required data, and 
suggestions for assembling and presenting the results. The budget, 
as it often does, will probably detfermine the depth of the study and 
will dictate parameters. However, the manual will assist the 
researcher and the administration in making these decisions. 

Research Report No. 11 The Impact of the College on the * 
Local Economy (1973) by J^rtes^Selgas, John Saussy and Clyde 
. Blocker of Harri«butg Area Community Ccllege is another valuable 
'reference book. Essentially this report adapted the ACE manual 
to a community college and would serve as a useful guide to those 
unidertakipg an. econQmic impact study at a'^tyvo-year /n.qtittiVinn , 

If you're interested in cost and ordering infermation about 
either the ACE manual or the Harrisburg study see me anytime after 

4 

this presentation. , . ^ 

K LOOK AT TWO EXAMPLES . ^ . 

In both of the economic studies recentl>^nducted by the 
Institute of , Higher EdUfaticn -Research and Services at The Urtiveisicy 
of Alabama, demographic, data was obtained from the appropriate 



4 'I 

Offices bf-the U.S.'. Bureau d{ Census.. 'Designs by the American Gouncil 
' OQ. Education were utilized in the computatiqn of tJie cat^orical 
'^onomiQ figures;. - 

; One study, completed last year by the Institute was fof a 

. publit junior coHege in Alabama. The Northwest Alabama State 
Junior College Econoipic Inipact Study r^pArt^H 

',lpcal.i6onomy-of a two-yeaf public junior college in.a rural area of • 
northwest Alabama! * i ' " • . ^ * 

Northwest Alabama State Junior College* located" in Phil 
■ Campbell, Alabama enrolls some^89 students. The campus 'is. 
• about 36:miles south of the Sheffield ^Tuscumbia arek, and ^oyt' 
90 miles northwest of Birmingham. The present campus" consists ^ ^ 
of approximately. 100 acres of land. . - .' " . 

.The total economic impaci ^f a college on its community 
includes; the benefits that community receives and the costs it 
, -incurs. The benefits can be classified into the tangible dollar 
^expenditures (rf f/eople associated-with the collie and 'the intangible ^ 
benefits which surround the existence of ^ colleger 

At Northwest the social costs of higher' education are small - - 
when pitted against the benefits of ^he college. Tax exemptions ' ' ' " 
granted the^ollege by virtue of its state status are not sfgnif icant ^'^ 
when compared to tax write-offs given other industWs. Many 
people feel tfiat colleges and' universities bring with their existence 
problems of added sociM costs to the community due to increased ' ' 
student population, alteration'of neighborhoods, and added municipal 



services. Northwest Alabama .State Junior College does not bring 

about any of these social: costs problems to any significant degree. 

/'' •■ . ■ " ■ • - 

The institutioh pays' oft its own.municipal services and does ftot 

, *■ 4 ■ ■ • 

«... . ■ . . ' • ; 

:add a service burden tgthe county or cify.. . Tt^e commuter nature of 
Northwest makes it free of the problem of increased student 
^ population in thi city and county, rather than a problem. Many 
years will pass befo;:e th^ campus is surrounded by,neighborh66ds, 

r. . / ' 

\ The real dollar economic impact Northwest Alabama State 

Junior College has on the survey arfea can' be measured rather 

PjCecisely; and i§wreflected by the expenditures of the college and 
\ . \ ... • " . ' . ' . , ' 

\^it^faculty, .staff, and s'ttidehts. The money generated by NASJC 

gifnilar to the value added to the community by other 'major 
. inWitutions or businesses. Thescadditional dollars create income 
forpther individuals and organizations , and encourage the expansion 
of the local economy. • . 

^^ According tothe 1970 Census d ata, the total population of ' 
the feut\ counties in the survey area was 91,656. >Iorthwest'enrolls 
approxinl^tely 889 students of which, is' percent rent houses or 
apartments in the community, 35 percent own their An home and ' 

■-. : \ ^ ■ • . ■ "'^ 

50 percent live with relatives.. The College employs 58 faculty, 

nine administrators and 24 staff. Of this number, five live oufS?f 

- ' ^ ■' ' ' " * / - • . 

the surveyiirea. . " / 

;For purposes pf this study dataiollectea was summarized 
into eleven areas of . impact, as presented in Chart 



Capital improvemenEs', and newrhome construction by faculty, , 
staff and' students, and plant operation and maintenance by the 
college totaled $510> ^40. There wer^'no capital improvements 
by the college during the suryey y;e4r^ Housing expenditures for i 
facuity, staf^ and students amounted $i56, 790* . , 

Utility payments for members ot the College pommunity 

■ ' - , . i 

mounted up to $331, 650 during 1973. 

" ' • \ - , - • , , * ^ ^ .■ 

- A total of $237, 600 was spent by individuals and approximately 

y $.25i000 by the coUegfe for communication during the sui^^ey year. 

\ /Clothing purchasea»rfveraged approximately $21.8 annually V 

for eacfii student, faculty or staff member, totaling $213, 840 for^the 

Y ' ;■• - • ^ ■ ■ ...... ' 

Callege community. ' . ' . 

\ ' ■ • ■■■..-./.■ . 

Use of services such as barb^ and beautician, medical, 

\ ' ' / * ' f'^ ^ 

laundry and ^rycleaning, and miscellaneous serviced amounted to 

. * \ . 

$748, 080 for the survey year. ^ 

\ • • * 

. • \Lopar travel expenses equaled $632, 650~dur4ngJr973^^ 



The food budget of the College community amounted to pver 
$1.4 million and was the largest single expenditure by members of the 
group. 

The College community sperit an average of $49, SOO'^ach 
month on entertainment, religious and cultural activities for a 
grant tofei of $594,000. 

\ 



_^Persmx3^ care expenditiires including, hair 'c^re'products>^ • ^ 
shavin^^artJcbsmetics, ovel- the couni;(sr prescription drupV tobacco 
■ ptoducW' itii^celiarieo^s tbiletries, and .other Htealth related produqts 
amounted to $247, 500. < • - , " j 

And finally, insurance coverage,, inclujding. hospital, " 
< automobile, life, feloness and accident, and household totaled . 
$557,863.; i . ^ ^ 

A yearly ^tal of $5r699, 746 was added'to the econbrfiy of 
Phil Campbell by the faculty, staff an^ students of Northwest 
Alabama State Junior pol lege. . \ \ 

In addition to this amount, credit purchases by menjbers of 
the Northwest Community amounted to $791, 200. B^nk depos^its 
in local banks by the College community amounted to $1, 087, 208. 
The Northwest Community and College 4)aid $^05,037 in taxes to , 

various governments. The dollar amounts reflected here did not 

' ' . . ' •* 

directly influence the economic impact Northwest* had on the 



economy; however, they had a^vpry important, impact and serve to 
s|i6w the importance of the Jollege in the community. In total, the 



college.spent.$l,024,58L66to 1973, of whichr$643, 111.5Z were 
faculty. and staff salaries. . ' ■ , 

As I mentioned eaxrlier, the other economic impact study 
completed last year reported the^nmpacc of a private predominately 

black,^ four -year accredited liberal arts college on an urban area. 

' . ■ ■ • » ( » • . . 



\ 



erIc 



assessed the progra: 
. undertaken by the col 



Whije this study was not pfepajjed^for general release, I can' tdlk 

- ■ about several aspect^ oMd Study. There are two' maia reasons ' 

• ■- . ' ». . „ 
•' . , ■ • . • ' • . - • ^ 

for mentioning this study to a 'group, of two-year college reseaischers. 

' ' ' ' ' ■• ' ' * '. • ' , 1- 

* Pirst, this college was in an , urban setting, was coeducational, was 

^ lib^rararts', was private, was predominately black, and had a 

student population (FTE) of approximately . ]^75* Except for its . 

- • '■ > • ^ ■' • . . • ' - 

four -year status, many of thfe characteristics just mentioned apply 

. * • ■ - 

to several cpUeges represented here. Second, a"uniqu§.jpbrtion of. 

this study was the second part pe:E;tainirig to manpower resources 
'an|i human development. This part of the survey.reported and 

services, • ;and cooper-ative endeavors' / 
iege in fulfilling its oomniitment.to the 
development of huma,h resources. Although economic factors 
reflect the dollar iinpact on an area, .the real success of a college ' 
^s determined by 'its role as an agency for developing human resources, 

* ^ ' * • ' • i ' ' c 

•particularly its role as f j:eco^^e^y system for riegliscted human ' 

talent. In this study it was reported that this college operated 

■* ■ » . 

or sponsqred more than two dozen special.programs or activities 

1 ' • » J- ' . ■ . 

fo|? i^s students and/or as a serVice fojc;,the community. The college 

was heavily^ inv.olved in thre*e c6r)fsortia within the state, and urban 

^rea in which it is located with each consortia existing for one or 

more purposes and benefiting the college in specific, ways. And* 

most significantly, many of the important contributions made by 



10 



the coUege'js alumni were cited. This is especiaUjTimportant to 

•a , 

determine if minority leadership being trained by. the college is 

* actually heing used (where? ^ how?) in its surrounding communities. 

These fdctdrs ajl pr.ovide evidence to a different kind of impact oh 

• . ■ • • . . - 
the community, not in terms of dollars, but in terms of human 

* 

development and service. x • . 

In terms of economic impact,' Chart 2 summarizes the 
expenditures of the college community, totaling over '$9.3 millioji. 
Essentially, the econom.ic aspects were conducted similar to tho^ 
of the Northwest Study. ' , ^ • - 

^ , ' ' . • \ - - 

In summary, let me ^ay .that impact surveys of this type can ' 

_ _ ^- 'y _ • . . - _ ' ^ - 

tell a great deaLabout the economic relationship\pf a college to its 
community. But a , second aspect that can't be measured in terms 
of dollar value should not be overlooked* , A guide is available for 
measuring dollar impact, but no manual is publijsh^d on ^eterminrng. 
a valiie of human resources development.' " It seems impoj^nt,. then, 
that if the decisio^is made to undertake an economic impact survey, 
consideration should be given to assessing the college's mission in 
terms of its impact on fifumari development and itjs value as a corrtniunity 
service' agency. 



4 



Chart 1 



SUMMARY OF THE ESTIMATED 
, ■ REAL DOLLAR IMPACT pF THE COLLEGE* 
COMMUNITY ON-THE NORTFfWEST- ALABAMA 
.AJBLEA..IN1973 



: -J 



Capital Improvements . ' 

Housing . ' ■ ■ 

Utilities ' • ' ' ' 

Communication . \ 

• • * 

Clothing 

Services / 

Travel ... ; 

Food 

Entertainment and Culture - / 

t 

# 

Personal Care (including Drugs) 
Insurance Coverage 

Total Contribution by the College Community 

Additional Data: ^ ' 

' Average Bank Deposits 
Credit Purchases 
Tax Contributions^ 



\ 



•$510, 940.00* 

$156l79Q.OO 

$361,650.00 

$262, 600. 00 1 

$213, 84^.00 

$7/48,080.i)0 

$632,763;.;00 , y 
$1,^413,720.00. 

$594^000.00 

$247, 500:o6 

$557,863.00 
$5,-699,746.00' 



$1,087, 208.00 
$791, 200. pO 
' $505,037.00 



♦Student population = 889 (Headcount) 

ir 1 ^ / ' . . , ^ UNIVERSITY OF CALIF.. 

Includes sales, use, mcome, social security, and other . AfifiFIES 
taxes based on student, faculty-and staff incomes. 
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W Chart 2 



'■ SUMMARY QF THE ESTIMATED 

, ^ REAL DOLLAR fMPA(!JT OF THE COLLEGE* 

, : -COMMUNITY ON AN URBAN AREA,' 197> 

' ; : ' ■ .' . ■ ' \ : 

Cabital Improvements ' ; ' , ' $651,00(5.00? 

Housing, . •\ ■ . ' ^ $805,392.00 

UtiHties - - * ' ' • " > . $546v206. bO. 

Coifimunicatlpn ,^ , ' .: ' -J. '$6^6, 925. '00 

Clothing ; . * : •. , $265,5Qd'»06 . 

\ t ^ . . ' • . , ^ ' / J' 

Seryiices ; ' ' $1, 227, 780.00 

Trarispprtation . \' ' , i ' $1, 01^4, 705.00 

Food • . . ■ / $2,142,-000^'0i9\ ' 

Culture andWitert^inraent \ $829, 440. pO ^^'^ 

• Personal bare (incIuding^Dif^gs) , $380, 089. 00 

/Insurance Coverage . \ . , < $855,-786,00 ^ 

Total Contribut^ion by the College dommyflity $9,345, 823. OCi 



Additional Data: 



Average Bank "Deposits $2,107,190.00 

Credit Burchaafes $1,208, 388.00. 

• * . ' . " 

State and Local Tax Contribution . $532, 085. QO 

'(Estimate)l ..." 

Other Tax Contributions i;Estimate^2 . * $233,125.00 



/ 



♦Student population =_1275-F:|'E 



Estimates based on sales and use of taxes -ofindividual members 
of the Community and th^ College. ^ ' • "^*- -.1^ r 

^Estimated jncofiie,^ social security, ajid other tax6s bas^^" - . 
' student, faculty, 'and staff ihconilQ # 



